
 

 
 
 

City of Placerville 
MEMORANDUM 

 
DATE:  October 5, 2005 
 
TO: City Council 
 
FROM: John Driscoll, City Manager/City Attorney 
     
SUBJECT: RESOLUTION SETTING WASTEWATER RATES AND ORDINANCES 

AMENDING CITY CODE SECTIONS RELATING TO WASTEWATER AND 
WATER RATES 

______________________________________________________________________________ 
 
RECOMMENDATION  
 
That the City Council take the following action: 
 
1. Adopt a resolution setting wastewater rates for Fiscal Years 2005-2006 through 2012-2013; 
 
2. Introduce an ordinance adding Section 2 of Chapter 3 to Title VII; and amending Sections 5 and 

10 of Chapter 3 to Title VII of the Placerville City Code relating to Waterworks System; and 
 
3. Introduce an ordinance amending Sections 1, 2, 3, 4, 7, and 9 of Chapter 4 to Title VII; adding 

Section 8 of Chapter 4 to Title VII; and deleting and repealing Sections 5 And 6 of Chapter 4 to 
Title VII of the Placerville City Code relating to Sewer Regulations. 

 
BACKGROUND 
 
Before the Council tonight is a request by staff to adopt the proposed wastewater rates for Fiscal Years 
2005-2006 through 2012-2013. The need to increase wastewater rates is generated by several factors: 
1) State-mandated improvements to the Waste Water Treatment Plant (WWTP); (2) Highway 50 
Operational Improvements (Hwy. 50 OPS) Project sewer line relocation; (3) Aged infrastructure, 
including inflow and infiltration issues; (4) Higher operating costs; and (5) Refunding of the existing 
WWTP revenue bonds. This report will address each of those items separately. 
 

State-Mandated Waste Water Treatment Plant Upgrades 
 
The City's Waste Water Treatment Plant is the subject of a cease and desist order issued by the State 
Water Resources Control Board (SWRCB). The cease and desist order requires that the WWTP be 
upgraded to improve the quality of its effluent in order to meet state and federal standards, as well as to 
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reduce the temperature of the effluent. The project to upgrade the Plant has been in existence for 
several years and is now at a stage where bids to construct the project can be solicited at the end of this 
month. Estimated costs for the project range from $23 million to $30 million. The variance in the cost 
estimate is a reflection of the volatile market place with respect to major project components such as 
concrete, steel and petroleum. Additionally, the length of the construction, which is estimated at 40 
months, is a contributing factor to the potential high cost of the project.   

 
Highway 50 Operational Improvements Project Sewer Line Relocation 

 
The Highway 50 OPS Project is tentatively scheduled to commence in the spring of 2006. Included in 
that Project is the relocation of the City's sewer lines presently running through Hangtown Creek in the 
area adjacent to the Hwy. 50 OPS Project. Because a substantial portion of that sewer line is in conflict 
with the Hwy. 50 OPS Project, it has to be relocated as part of the Project at Caltrans's expense.  
 
However, there remains a portion of the sewer line located in Hangtown Creek that is not in conflict 
with the Project and for which Caltrans has no obligation to relocate. Because the sewer lines in the 
Creek are not only unsightly but also represent the potential for an environmental disaster, staff and 
Council consider it to be of high importance to relocate the line out of the Creek. As a result, relocation 
of the entire sewer line out of the Creek along the Project boundaries is included within the scope of 
the Project. 
 
Economies of scale by relocating the non-conflict portion at the same time the conflict portion of the 
sewer line is relocated produces substantial savings over relocating the non-conflict portion of the 
sewer line at a later date. The estimated cost for the City's portion is $1.6 million. The funding 
mechanisms, which will be discussed later, necessary to pay for the costs of the WWTP improvements 
present an opportunity to also fund the costs of the sewer line relocation.  
 

Aged Infrastructure, Including Inflow and Infiltration Issues 
 
Many of the City sewer lines are in excess of 50 years old and in severe need of repair or replacement. 
The deteriorated condition of our lines directly contributes to the inflow and infiltration problems that 
the City is experiencing. As an example, while dry weather flows to the Plant result in the Plant 
operating at approximately half of its capacity, wet weather flows often exceed Plant capacity as a 
direct result of inflow and infiltration problems.  Reduction of the inflow and infiltration problems is 
one of the requirements of the SRF Loan being sought by the City to help fund the WWTP 
improvements. Additionally, continued wet weather flows exceeding Plant capacity could result in 
potential fines to the City. The proposed rates include raising the needed capital for these needed 
infrastructure improvements. 
 

Higher Operating Costs 
 
The last wastewater rate increase occurred in 1997. Since that time, the CPI has increased 27.42%. The 
City is facing significantly higher costs of operation including utilities, costs of employment and 
chemicals. A rate increase is necessary to cover these escalated costs and the proposed rate schedule 
takes this into consideration. 
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Refunding of the Existing Waste Water Treatment Plant Revenue Bonds 
 
Presently there is outstanding approximately $3 million in revenue bonds for WWTP improvements. 
These bonds, issued in 1994, will not mature until 2024 and have interest rates ranging from 7.25% to 
7.5%. By refunding these bonds through a bond issue, which is being proposed as part of the financing 
plan, lower interest rates of between 3.2% and 4.9% can be achieved. This will result in a minimum net 
savings of $402,000. The proposed rate schedule takes into account payments required for refunding of 
the existing 1994 bonds. 
 
DISCUSSION
 
The proposed rate schedule has evolved from a rate study originally conducted in 2003 and performed 
by Economic and Planning Systems (EPS). A workshop and public hearings were held in July, August 
and September of 2003, culminating in conceptual approval of a rate program by the Council. That 
program was designed to complement a SRF loan required for the improvements discussed above for 
the WWTP. 
 
Shortly after the last public hearing in September 2003, staff learned that SRF funds were no longer 
available and would not be available for an undetermined period of time. Staff sought an extension in 
the cease and desist order from the SWRCB and were told that while an extension might be granted in 
the future, the City needed to pursue other funding sources for the required improvements.  
 
As a result, staff searched for other funding sources. Grant opportunities were explored and ultimately 
a $2 million Small Communities Waste Water Grant was secured. Extensive lobbying of local 
representatives and government agencies took place in Washington, D.C., and while staff is still 
hopeful of receiving some federal assistance, ultimately, revenue bonds were determined to be the only 
reasonable, reliable, timely source.  
 
While it now appears that SRF monies will be available, in fact, a SRF loan commitment is expected 
on or about October 5, 2005, funding needs have changed since 2003. As a result, a combination of 
revenue bonds and a SRF loan is being proposed to fund the wastewater needs, and the proposed rate 
structure reflects the revenue necessary to pay back those funding sources.  
 
As previously indicated, in 2003 funding was considered only for the WWTP improvements. That has 
changed in that funding is now necessary for not only those improvements but also for relocation of 
the sewer line, infrastructure capital needs and refunding of the existing revenue bonds. Rates need to 
be increased in order to cover these funding needs as well as to meet increased operation costs. Some 
of these costs cannot be paid for through the use of SRF funds, as for example, refunding the 1994 
revenue bonds is not eligible for a SRF loan.  
 
Therefore, staff is proposing a combination of a SRF loan and revenue bonds to fund all of the 
wastewater needs described above. Revenue bonds offer the availability of the funds at a date certain, 
as well as providing funds for the non-SRF-eligible portions of the City's wastewater needs. Because 
the timing of the receipt of the SRF funds is uncertain and monies may be needed at a date earlier than 
the funds will be available, revenue bonds will provide funds necessary to meet those timelines. As an 
example, the monies for the sewer line relocation may very well be needed prior to the receipt of the 
SRF loan proceeds. Also, the sooner that the revenue bonds are refunded, the greater the savings will 
be. 
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An additional benefit to combining SRF funding with the revenue bonds is that it will allow the City to 
utilize the local match option for the SRF loan. This option requires a 17% local match and provides 
for a 0% interest loan. While the overall cost associated with either SRF loan program is virtually the 
same, the local match option will allow the City to start construction without having to wait for the 
receipt of SRF loan proceeds. This is important because in order to obtain a further extension of the 
cease and desist order the City needs to demonstrate that it has exercised good faith in attempting to 
get the project moving forward. 
 
ANALYSIS 
 
Notice of the proposed rate increase was mailed to property owners and customers on August 20, 2005. 
The notice contained a proposed rate schedule. Pursuant to the notice, a public workshop was held on 
September 14, 2005, and tonight's meeting is the Special Meeting set for rate adoption. The rate 
schedule included with the August 20th notice represented what staff believed to be a worst case 
scenario. It was also predicated on 100% revenue bond financing.  
 
The City has now been assured that it will receive a SRF loan and, as a result, the rate schedule 
proposed at the September 14th workshop as well as tonight represents a significant reduction in rates 
from those included with the August 20th notice. In setting these rates, staff has tried to still maintain a 
conservative approach. As a result, certain assumptions have been made, such as no new connections 
and higher interest rates and debt service coverage than what is actually anticipated for the revenue 
bonds and SRF loan. 
 
The goal of staff and EPS in proposing the wastewater rates has been to establish equity amongst the 
users by recovering costs from users in proportion to their use of the system and by recognizing the 
impact of each class on system facilities and operations. Additionally, the rate structure must meet the 
revenue requirements for the state-mandated improvements and related financing as well as ensure the 
long-term efficient operation of the wastewater system. Finally, SWRCB-mandated rate components 
are included in the proposed rate model.  
 
The methodology used in setting the rates included determining customer types and loadings, 
determining revenue requirements, allocating revenue requirements and incorporating rate stabilization 
(smoothing) of the rates into the rate structure. In determining customer types, residential, lifeline, 
multiple unit dwellings and non-residential accounts were all counted and reviewed. Residential rates 
are based upon winter or wet weather flows (December 16 – February 15), and commercial customers' 
flows are based on annual average. Loadings or contributions to system strength are based on industrial 
standards published by the SWRCB. Revenue requirements were determined by adding capital 
requirements, debt service, SWRCB-required capital reserve/allocation inflow and infiltration, and 
operation maintenance and repair costs. These calculations were done on an annual basis, which has 
resulted in reasonably estimated total costs and revenue for wastewater service from Fiscal Year 2005-
2006 through 2012-2013. 
 
Staff believes that the proposed rates achieve equity across all user categories. If adopted, the rate 
increase will become effective October 16, 2005, and will appear on the January 10, 2006 billing. The 
adoption of the proposed rates would be by resolution, which will be presented to the Council this 
evening along with the attached rate schedule. 
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Also as part of tonight's Council action, staff is recommending that the Council introduce two 
ordinances and waive the first reading of those ordinances. These ordinances amend sections of the 
City Code relating to both water and wastewater rates. The proposed ordinance changes are designed 
to not only reflect the process utilized in setting the wastewater rates, but also to bring sections of the 
City Code relating to wastewater rates into compliance with SRF requirements. Additionally, changes 
to the Code reflect that both wastewater and water rates are consumption-based, and not fees attached 
to the ownership of land. 
 
Another change reflected in the proposed ordinances is the term "utility service account." State law 
allows an agency that provides both water and wastewater services to bill for those services on a 
combined bill. While the City does this to some extent, the action has never been formally adopted in 
the form of an ordinance. The proposed ordinance changes will bring the City into compliance with 
state law and further allow the City to terminate water service for nonpayment of either water or 
wastewater charges.  
 
Finally, also included in the proposed ordinances is a provision which would allow the ratepayers to 
spread their utility service charge payment over two months without becoming delinquent and facing a 
shut-off notice. 
 
FISCAL IMPACT  
 
The proposed rate schedule for wastewater service is designed to meet the expenses of operating the 
wastewater system as set forth above in this report. It also reflects prudent financial planning in 
providing for capital for needed infrastructure improvements, including allowances for depreciation. In 
the event that cost savings are achieved with respect to the project being funded by the proposed rate 
increase, rates for future years (after the first three years) may actually be able to be reduced. If the 
proposed rate increase is not adopted, the City will not be able to proceed with the mandated WWTP 
improvements, provide for necessary infrastructure improvements or cover operating costs for the 
wastewater system. 
 
Respectfully submitted,   
     
 
_________________________________  
John Driscoll 
City Manager/City Attorney 


